MIAMIBEACH

OFFICE OF THE CITY MANAGER
NO.LTC #

279-2016 LETTER TO COMMISSION

TO: Mayor Philip Levine and Members of fhe City Cojmission
FROM: Jimmy L. Morales, City Manager

DATE: June 29, 2016

SUBJECT: Office of Inspector General’s Audit'Report of City’s HOME Program

The purpose of this LTC is to transmit the attached audit reports of the City's HOME Investment
Partnerships (HOME) Program and Community Development Block Grant (CDBG) Program
completed by the Office of the Inspector General of the U.S. Department of Housing and Urban
Development (HUD) and transmitted to the City on June 20, 2016 and June 23, 2016, respectively.

As previously reported, the Administration has worked collaboratively with HUD since June 2013 to
review the operations of the City’s Housing and Community Development Division. These efforts
were sparked by concerns that arose when the City terminated Anna Parekh, the then Director of
the Office of Real Estate, Housing and Community Development, in May 2013. The bulk of the
City's concerns centered around the its transactions with Miami Beach Community Development
Corporation (MBCDC), the City’'s then sole Community Housing Development Organization
(CHDO). Upon the change in departmental management, our Administration worked collaboratively
with HUD and the related agencies to identify the programs’ shortcomings dating back to 2008.
Once identified, we swiftly took the necessary steps to ensure that such failures are not repeated
and ensured that our efforts were transparent and in consultation with HUD.

The Office of Inspector General (OIG) assigned an audit team to review City records onsite from
September 2015 through January 2016. The extensive review was facilitated by City staff and
included project files, personnel records and financial transactions. As a result of this extensive
review, OIG has released the attached audit reports finding shortcomings in the City's HOME and
CDBG programs as previously administered. /t should be emphasized that the program failures
identified in the reports occurred during the prior Administration.

According to the HOME audit report, the City did not ensure that it charged supported and eligible
expenditures to the program and lacked due diligence when supporting and approving
expenditures. As a result, HUD is requiring that the City repay $742,270 in unsupported and
ineligible costs; and recapture and reallocate $300,278 that had been allocated to the Barclay
Plaza Apartments. The City has already recaptured and reallocated the Barclay Plaza funds to its
London House Apartments project.

According to the CDBG audit report, the City did not ensure that it charged supported and eligible
expenditures to the program and lacked due diligence when administering its CDBG activities. As a
result, HUD is requiring that the City repay $336,150 in unsupported expenditures for seven
MBCDC activities.

As previously reported, the City undertook a variety of proactive steps to address these concerns
once it terminated Ms. Parekh. In addition to terminating employees whose actions were
inappropriate and reporting its findings to HUD, the City established a variety of safeguards to
ensure that compliance failures would not be repeated. Among these safeguards:

1



HOME & CDBG Audit Reports
June 29, 2016
Page 2 of 2

Draw requests are reviewed by more than one person prior to obtaining Department
Director consent for release of funds;

Advance payments are not made without the prior written approval of the City Manager,

The hiring of a Capital Projects Coordinator to ensure that construction projects received
competent oversight and that construction costs are reconciled to project progress; and

The drafting of process directives to ensure that oversight standards were
institutionalized.

The City will be submitting a formal request to HUD asking that it be allowed to repay the $742,270
of ineligible HOME costs and the $336,150 of unsupported CDBG costs from its future three (3)
allocations. While this will effectively decimate the HOME Program and adversely impact CDBG
activities for three years, this action will prevent burdening the General Fund for the repayment.
HUD has the right to agree to this request or demand immediate payment from non-federal funds.
We will continue to provide updates as we pursue this effort with HUD.

Maria Ruiz, the City’s Office of Housing and Community Services Director who now oversees the
HOME program, is available should you wish a more detailed briefing regarding this audit report or
the extensive steps taken to ensure that such problems are not repeated.

Should you have any questions, please contact me.

JLM/KGB/MLR

c: Kathie G. Brooks, Assistant City Manager
Maria L Ruiz, Department Director
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To: Ann D. Chavis, Director of Community Planning and Development, Miami Field
Office, 4DD
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From: lejtaN Irons, Reglonal Inspector General for Audit, Atlanta Region, 4AGA

Subject: The City of Miami Beach Did Not Always Properly Administer Its HOME
Program

Attached is the U.S. Department of Housing and Urban Development (HUD), Office of Inspector
General’s (OIG) final results of our review of the City of Miami Beach’s administration of the
HOME Investment Partnerships Program authorized under the National Affordable Housing Act.

HUD Handbook 2000.06, REV-4, sets specific timeframes for management decisions on
recommended corrective actions. For each recommendation without a management decision,
please respond and provide status reports in accordance with the HUD Handbook. Please furnish

us copies of any correspondence or directives issued because of the audit.

The Inspector General Act, Title 5 United States Code, section 8M, requires that OIG post its
publicly available reports on the OIG Web site. Accordingly, this report will be posted at

http://www.hudoig.gov.

If you have any questions or comments about this report, please do not hesitate to call me at
404-331-3369.
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The City of Miami Beach Did Not Always Properly Administer Its HOME
Program

Highlights

What We Audited and Why

We audited the City of Miami Beach’s HOME Investment Partnerships Program, in accordance
with our annual audit plan, because (1) the Miami U.S. Department of Housing and Urban
Development (HUD) Office of Community Planning and Development ranked the City as high
risk in its 2015 risk assessment and (2) HUD’s onsite monitoring review identified concerns
with the City’s administration of the HOME program. Our objective was to determine whether
the City ensured that the drawdown of HOME funds was supported and allowable.

" What We Found

The City did not always comply with HOME requirements. Specifically, it did not ensure that
drawdowns were properly supported and allowable. This condition occurred because the City

lacked due diligence when supporting and approving expenditures. As'a result, it charged
$742,270 in questioned costs to the HOME program. In addition, $300,278 in remaining funds
for one activity will not meet the intended beneﬁt of the HOME program.

What We Recommend

We recommend that the City (1) reimburse HUD for $379,547 in ineligible costs from non-
Federal funds; (2) provide supporting documentation or reimburse its program for $362,723 in
unsupported expenditures from non-Federal funds; and (3) recapture the remammg balance of

$300,278 allocated to one activity.
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Background and Objective

The HOME:Investment Partnerships Program is authorized under Title II of the Cranston-
Gonzalez National Affordable Housing Act. The U.S. Department of Housing and Urban
Development (HUD) allocates funds by formula to eligible State and local governments for the
purpose of expanding home ownership and affordable housing opportunities for low-.and very
low-income families. State and local governments that become participating jurisdictions may
use HOME funds to carry out housing strategies through acquisition, rehabilitation, new housing
construction, and tenant-based rental assistance. To assist in achieving these purposes,
participating jurisdictions must designate 2 minimum of 15 percent of their HOME allocations.
for investment in housing to be developed, sponsored, or owned by community housing
development organizations (CHDO). A CHDO is a private nonprofit, community-based service
organization, the primary purpose of which is to provide and develop decent, affordable housing
for the community it serves. All certified CHDOs must receive a certification from a
participating jurisdiction indicating that they meet certain HOME program requirements and are,
therefore, eligible for HOME funding. '

The City was incorporated as a municipal corporation on March 26, 1915, and was created by the
Florida Legislature, Chapter 7672, Laws of Florida (1917). The City'is governed by an elected
mayor and six commissioners and operates under a commission-manager form of government.

The City’s Office of Housing and Community Services, formerly known as the Office of Real
Estate, Housing, and Community Development,' is responsible for administering State and
Federal programs, such as HOME, the Community Development Block Grant, the State Housing
Initiatives Program, and other special initiative programs targeted at income-eligible recipients
and frequently relating to housing opportunities. Its mission is to develop and maintain a viable
urban community by leveraging Federal funds with other funds to carry out housing and

community development programs.

The City of Miami Beach receives annual allocations of HOME funds from HUD. In fiscal
years 2010 through 2015, HUD allocated more than $4 million in HOME funds to the City. The
City commits and draws HOME funds through HUD’s Integrated Disbursement and Information
System (IDIS). This system allows grantees to request grant funding from HUD and report on
what is accomplished with these funds. According to IDIS, from January 1, 2010, through

© September 15, 2015, the City drew down more than $3.8 million in HOME funds.

Over the past 3 years, the City has been addressing shortcomings identified in its 2013 internal
review of its projects and operations. This review began after the City dismissed its former
office director in May 2013. The City’s internal review disclosed fiscal and operational
discrepancies, particularly in its dealings with its only and former CHDO, the Miami Beach

! In'2013, shortly after the former department director was dismissed, the office was reorganized
and named the Office of Housing and Community Services.



Community Development Corporation. These issues included instances of noncompliance with
Federal requirements, especially support for expenditures and inadequate monitoring of HUD-
funded projects. During this review, some City and the Corporation staff members were
dismissed or resigned. The City had replaced its director and most of its staff and suspended the
Corporation’s CHDO status. City staff indicated that it had halted all advance payments to the
CHDO and recaptured any remaining funds awarded. Further, the City said that it had improved
its operations, which included revising its process directives, forms, and policies and procedures.
Additionally, in an effort to safeguard the City’s interest and stability of the tenants, the City had

acquired HUD-funded properties from the Corporation. :

The audit objective was to determine whether the City administered its HOME prbgram in
accordance with applicable HUD requirements. Specifically, we wanted to determine whether
the City ensured that expenditures of HOME funds were supported and allowable.



Results of Audit

Finding: The City Did Not Ensure That It Charged Supported and
Eligible Expenditures to the HOME Program

The City did not ensure that it charged supported and eligible expenditures to the HOME

program. In some instances, canceled checks or invoices were missing, and in other cases,

expenditures were incurred before the executed agreements. This condition occurred because the

City lacked due care when reviewing and approving expenditures. As a result, it charged

questioned costs totaling $742,270 to the HOME program. In addition, $300,278 in remaining
 funds for one activity will not meet the intended benefit of the HOME program.

Unsupported and Ineligible Costs
The City did not ensure that expenditures for four activities were adequately supported and

eligible. ‘Regulations at 24 CFR (Code of Federal Regulations) 92.508(a)(3)(ii) require that each
participating jurisdiction maintain sufficient financial records identifying the source and
application of funds for each fiscal year, including supporting documentation, in accordance with

24 CFR 85.20.

We reviewed 12 transactions for cost allowability involving 8 activities. The City charged
project costs of $742,270 for four activities, in which either the activities were not eligible or the

costs were not supported by adequate documentation.

The rpotion’s
1 | 831 | 5239355 | Allen House $79,825|  $301,583 | $381,408
Apartments : ,
2 | 843 | Varioust | DACIY APAMENS | 529727 $299,722
3 747 | 5174041 | HOME Administration $33,060 $33,060
_ The Corporation’s : :
4 800 | 5094290 CHDO Operating $28,080 $28,080
*See appendix C for list of vouchers.

Activity 831 - Voucher 5239355 for the Corporation’s Allen House Apartments

The City provided HOME funds to its former CHDO to rehabilitate the Allen House Apartments.
Of the $381,408 in expenditures reviewed for this activity, the City provided support for only
$79:825. As aresult,’$301,583 was not supported.



The documentation provided to support the $79,825 was insufficient because necessary items,
such as timesheets, invoices, and canceled checks, were missing. In addition, the expenditures
were incurred before the February 9, 2011, executed agreement between the City and its former
CHDO. The length of the agreement was not specified as required by 24 CFR 92.504(c)(3)(ix).
As a result, expenditures of $79,825 incurred before the executed agreement date were not

eligible.

Activity 843 - Voucher 5335989 for Barclay Apartments Rehab

The City’s former CHDO was awarded $600,000 to rehabilitate the Barclay Apartments to
provide affordable housing to low-income families. The review of $46,458 in HOME
expenditures found instances in which (1) documentation was insufficient to support the
expenditure and (2) expenditures were not allowed because the costs were incurred before the
March 28, 2011, executed agreement between the City and its former CHDO. The City agreed
with these deficiencies. In addition to these issues, this activity, which was opened in IDIS in

2011, had not been completed.

In January 2015, the City acquired the Barclay Apartments from its former CHDO because it
was at risk of loss as a result of the CHDO’s organizational problems. The property was vacant
due to unsafe conditions. Therefore, the City had not begun construction within 12 months of
acquiring it as required by 24 CFR 92.2(2), which states that funds should be committed in IDIS
for a project that is owned by the participating jurisdiction when construction can reasonably be

expected to start within 12 months of the project setup date.

The City said it had not been able to begin construction because it did not have the financial
capacity to complete the rehabilitation of this property and maintain it as affordable housing.
Therefore, it planned to release a request for proposals for a private developer with the
experience and resources to rehabilitate and operate the building. The building would be
developed as workforce housing for residents earning 120 to 140 percent of area median income
and employed in the public safety, education, and municipal sectors. Regulations at 24 CFR
92.252 state that HOME-assisted units in a rental housing project must be occupied by

. households that are eligible as low-income families with annual incomes not exceeding 80

percent of the median income for the area. The City knew that if it proceeded with itsplan, it
would not meet the objective of the HOME program to provide affordable housing to eligible
low-income families and would, therefore, need to repay HUD.

Given its status, this activity should be canceled because (1) the project had not been completed;
(2) the City stated that it did not have the financial capacity to complete the project; (3) the City
did not have an agreement with a developer or contractor to undertake this project in accordance
with 24 CFR 92.2; and (4) if the City found a developer, it did not plan to develop the building as
affordable housing for low-income families that met the HOME income requirements.

2 In March 2011, the City awarded the CHDO $500,000 in HOME funds, and in March 2013, it provided additional
funding of $100,000 for the rehabilitation of the Barclay Apartments.



As a result, HUD had no assurance that the Barclay Apartments activity would fully meet the
HOME program objectives and provide the intended benefits. According to 24 CFR 92.205(e), a
HOME-assisted project that is terminated before completion, either voluntarily or otherwise, is
an ineligible activity. As a result, $299,722 in HOME funds drawn, which includes the $46,458
reviewed, is not eligible (see appendix C for a list of vouchers). The remaining funds of
$300,278 committed for this activity is also not eligible because it will not provide the intended

benefits of the HOME program.

HOME Administration Costs

The City was not able to provide adequate documentation to support its administrative costs.
According to regulations at 24 CFR 85.20(b)(6), accounting records must be supported by source
documentation, such as canceled checks, paid bills, payrolls, time and attendance records, )

contracts, etc.

According to the information provided for activity 747, voucher 5174041, payment was for an
employee’s retirement pension. However, no further detail was provided identifying whose
retirement pension it was or the allocation to the program. The City said that these expenditures
occurred during the prior administration. It indicated that it would not be able to provide
additional information since the retirement expense was based on a predetermined budget and
timesheets were not required. As a result, HUD lacked assurance of the allowability and
allocability of $33,060 in administrative costs charged to the HOME program.

Activity 800 - Voucher 5094290 for the Corporation’s CHDO Operating

The City did not have adequate documentation to support $28,080 in CHDO operating funds for
activity 800. These operating expenses were charged for the months of October 2009 through
February 2010. However, the City did not provide invoices, timesheets, or canceled checks to
support these expenses. Regulations at 24 CFR 92.508(a)(4)(vi) require that each participating
jurisdiction maintain sufficient financial records concerning the use of funds for CHDO

operating eXpenses.

Reasons for Deficiencies . _
The conditions mentioned above occurred because the City lacked due diligence when

supporting and approving expenditures. According to the City, on many occasions, the former
department director was informed of the deficiencies but ignored staff and approved payment.

These deficiencies occurred during the previous administration. Since discovering operational
and financial deficiencies in 2013, caused by the prior administration and former CHDO, the

- City had taken steps to improve its operations, such as

e Dismissing its former department director and reorganizing the department;

e Replacing the former CHDO,;
» . Revising its controls and processes, such as requiring specific documents to support its

reimbursements and adding agreement provisions;



e Requiring timesheets to support personnel costs; and
e Hiring more staff members to oversee the program.

Conclusion _
The City did not ensure that it charged supported and eligible expenditures to the HOME

program. This condition occurred because the City lacked due diligence when supporting and
approving expenditures. As a result, it charged $742,270 in questioned costs to the HOME

program.

Recommendations
We recommend that the Director of the Miami Office of Community Planning and Development

require the City to

" 1A. Reimburse HUD for $379,547 in ineligible costs related to activities 831and 843 from
non-Federal funds.

1B.  Provide supporting documentation or reimburse its program for $362,723 in unsupported
expenditures related to activities 831, 747, and 800 from non-Federal funds.

1C.  Recapture the remaining balance of $300,278 allocated to the stalled Barclay Apartment
activity 843. »

We recommend that the Director of the HUD’s Miami Office of Community Planning and
. Development

1D.  Continue to monitor the City to ensure it is effectively implementing its revised controls and
processes throughout its HOME program.



Scope and Methodology

We performed our review from September 2015 through January 2016 at the City’s Office of
Housing and Community Services located at 555 17th Street, Miami Beach, FL, and other sites
as necessary. Our review covered the period January 1, 2010, through September 15, 2015, and
was expanded as needed to achieve our objective. ) '

To accomplish our objective, we
. Reviewéd applicable laws and regulations;
" e Reviewed applicable City policies and procedures;
e Reviewed monitoring, independent public accountant, and IDIS reports;

e Reviewed the City’s financial records, program activity files, and other supporting
 documentation; :

e Interviewed HUD and City staff; and
o Performed site visits to ensure the existence of activities.

During the period January 1, 2010, through September 15, 2015, the City drew down _
approximately $3.8 million in HOME funds, consisting of 251 completed transactions. Based on
high dollar amount and most current drawdowns, we selected 12 transactions with expenditures
of more than $1.4 million, or 36.7 percent of funds drawn, to review for cost allowability.

We did not perform a 100 percent selection. The results of this audit apply only to the items
reviewed and cannot be projected to the universe of activities. '

Computer-processed data generated by the City were not used to materially support our audit
findings, conclusions, and recommendations. Thus, we did not assess the reliability of these

computer-processed data.

We conducted the audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objective(s). We believe that the evidence obtained provides a reasonable basis for our findings

and conclusions based on our audit objective.



Internal Controls

Internal control is a process adopted by those charged with governance and management,
designed to provide reasonable assurance about the achievement of the organization’s mission,

goals, and objectives with regard to
o Effectiveness and efficiency of operations,

. Reliability of financial reporting, and

e Compliance with applicable laws and regulations. -

Internal controls comprise the plans, policies, methods, and procedures used to meet the
organization’s mission, goals, and objectives. Internal controls include the processes and
procedures for planning, organizing, directing, and controlling program operations as well as the
systems for measuring, reporting, and monitoring program performance. '

Relevant Internal Controls _ :
We determined that the following internal controls were relevant to our audit objective:

e Controls over program operations to reasonably ensure that the program meets its
objective(s),

e Controls over relevance and reliability of operational and financial information, and

e Controls over compliance with laws and regulations.

We assessed the relevant controls identified above.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, the
reasonable opportunity to prevent, detect; or correct (1) impairments to effectiveness or
efficiency of operations, (2) misstatements in financial or performance information, or (3)

violations of laws and regulations on a timely basis.

Significant Deficiency _
Based on our review, we believe that the following item is a significant deficiency:

e The City did not ensure that it charged supported and eligible expenditures to the HOME
program (finding). ’
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Appendixes

Appendix A

1/

2/

3/

e -

$379,547

1B $362,723

1C . -$300,278
Totals | $379,547 | $362,723 ° $300,278 S

Ineligible costs are costs charged to a HUD-financed or HUD-insured program or activity
that the auditor believes are not allowable by law; contract; or Federal, State, or local

policies or regulations.

Unsupported costs are those costs charged to a HUD-financed or HUD-insured program
or activity when we cannot determine eligibility at the time of the audit. Unsupported
costs require a decision by HUD program officials. This decision, in addition to
obtaining supporting documentation, might involve a legal interpretation or clarification
of departmental policies and procedures.

Recommendations that funds be put to better use are estimates of amounts that could be
used more efficiently if an Office of Inspector General (OIG) recommendation is
implemented. These amounts include reductions in outlays, deobligation of funds,
withdrawal of interest, costs not incurred by implementing recommended improvements,
avoidance of unnecessary expenditures noted in preaward reviews, and any other savings
that are specifically identified. In this instance, if the City implements recommendation
1C, funds will be available for other eligible activities consistent with HOME

requirements.
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Appendix B

Auditee Comments and OIG’s Evaluation

Ref to OIG Auditee Comments

Evaluation

Comment 1

Comment 2

o

of Miam) Baack, 1702 Coveteion Carky Diss, Miirs baud, H3rdo 13139, www.sinvizendd gin

MIAMIBEACH

IFFUT CF HOLUANG & SOMMUNTY STIVELS .
258 17 S0, Maws Beoch FL V13V, Tel (OIS 200 o, (FURTIZISE

My 13, 2018

M. Nikita N. frons

Regicnal Inspecior Genaral far Audit

U.S. Dapl, of Housing srd Wrban Covelspment
Ottice of Inspoctor General

Richard B, Rusgall Faderst Building

75 Spring Strast, SW, Raom 330

Atlama, GA 30303-3388

RE:  Oraft Rapont Audit Letter Dstad Apnl 26, 2016

Dear Ma. frons:

Vo are in recsipl of yaur Draft Repont Audi Latter, Balow, plaase find our camynents o your
findings.

016G Finding: The City did not gnaure that it cha su nd aligibte co:
HOME Program:

Activity #831: =

Tha Cey concurs with G that cartain evpanditures totaling $381,408 reprasent funds prenidad
{oits formar CHDO. These expanditures ware not supported by suftcient documaration of were
supportsd by decumantation, but funds were cupended paor to tha oxacuticn of tha projoct
agreament.

The City i curanily unable to pravide any edditicnal documentation to suppiament the
dacumenlstion prasarded of the time of the sudi Howaver, the City (s working with MBCDC to
goquire documentstion from Miami Boach Communily Contraciors (MBCC), a spincff comparry
from MBGDC, which acled as the contractor an the project and can possibly confirm the
compietion of wark Tn support ot the agenditures. ’

Actjvity #843:

The City concurs with O4G that certain expenditures totafing $209,722 represant funds pronided
toits former GHDO. These axpendituras were nat supparied by suficisnt sacumesieton of were
auspartad by documentanon, but funde were expended priof b ne exacution of the project
agreamant Furthermors, additional unexpendad funds totaing $300,278 (emain commdiad to

this incomplete projedt.

The Cily is unable io provide any sdditional dacumentstion to supplemant the documertaiion
presented at the time af the audit. The City already recapturad $219,198 of tho unexpended
funds and resliocaied them to the Landon House Apartments Project, ihraugh Commidsion
Rescldions No. 2014-28478 and No. 2014-28536. Staff will teke aclion to recapiure the
remaning balance and cancel the project in INS. .

W aw TeEd £ o B (b ey TR R T 80 LR o vl TR0 o © ety mpmdd By stiseeeny
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Comment 3

- Comment 3

Comment 4

Comment 2

Comment 5

Comment 2

Activity #7471

Tho Ciy concurs aith OIG that cortain expenditures tataling $33,080 represent funds provided
for Cily HOME Progiem adminsdrative casts thal are nof supporied by raqured sours
documartaisn,

The Cityls unadle to provide eny additionsi documentation to suppiement tha documantaticn
presanted at the tme of the audit

Activity #800:

The Cay concurs with OIG that cartain experditures totaling $28,080 reprasent funds provided
totha cay:‘ formesr CHDO for operating expsnsas that 2 not supooried by required source
dooumantation.

The Clty Is unabis o provide any addilionel documentation to supplameni tha decumeantalion
praseried at the tme of the audit. :

00 RECOMMENDATIONS:
Recommendation: The City i required (o reimburse HUD for $379,547 in inoigible cosy
ralsled to activiies 831 and B43 from non-Fadaral funts.

: The Clty vould request that the reimbureament to HUD for sctivity 831come
from ¢3 future HOME Program alacations ovar a spon of thres (3) fiscal years,

atlog: Tha Clty ia required to provide supporting documenttation ar reimburse As
grogram for $362,723in unsupporind expondiures relxied to activiies 831,747, and 80D from
non+ederal funds,

: 'The City ls unable to provde addiknal documantation 10 aupplement the
documantation presanted at the time of the audit, and therefore acknawlodgos th at it must repay
tha funds to HUD. The Cay would request that the relmbursemant to HUD for these Aclvilies
coma from its futurg HOME Program aliccatons over the span of threo (3) fiscel yoars.

Recommendation: The Ciy is requited to recapture tha remaning balance of $300,278
allocatad to the siallad Barciay Apartmant activity 843, .

City Responsp: The City aveady recaptured $219.198 of the unexpended fundy and
reelocaiad tham & ihe Lordon Hougs Apariments Project, thvough Cometission Resolutions
No. 2014-28476 and No. 2014-28535, S1aff will 1ake action to recaphre iha rem akning balance
and cancal the project in IDIS,

Vo oo gratehd for your efforts throughout the audit process and the p}ofualmn!m of your

taam. We assure yau that tha City will continue to ake tha recaseary staps to ensure thal our
program operstes in a mennar thatis fully comptant with at HUD regulaticns and requiromeants.

Thank you for the opportunity to rev-ew your audit draft Hf you have any questions, pledse
contact me at4305) 873.8491, ar at maripruzAminmibachfl gov.

Sinceraly,

(‘M—u
S
Na Diretlor

o Jimmy L. Mocales, City Msnager
Kaihia G. Bipaks, Assl Cily Mgr.

PV IPRUT TUPT SO EINY TIPS GRTIO! TR RTINS CRIUREV SRR USRS oLl S S
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Comment 1

" Comment 2

Comment 3

Comment 4

OIG Evaluation of Auditee Comments

The City agreed with OIG’s results that expenditures of $381,408 were not
supported by sufficient documentation or funds were expended prior to the
execution of the agreement for activity 831. The City said that it was not able to
provide additional documentation but is trying to confirm the completion of work

in support of the expenditures.

We acknowledge the City’s effort to confirm the completion of work. However,
the City needs to ensure that the program was not overcharged and costs were
reasonable and allowable. However, the City also needs to provide
documentation supporting the agreed upon services in accordance with 24 CFR
92.508(a)(3(ii). The City should provide HUD with any additional documentation
or provide proof of repayment during the audit resolution.

The City concurred with the audit results and indicated that it was not able to
provide additional documentation supporting the expenditures for activity 843.
The City further acknowledged that unexpended funds of $300,278 remain
committed to this incomplete project. The City said it has recaptured $219,198
and allocated this amount to the London House Apartments project. The City
stated that it will take action to recapture the remaining balance and cancel the

project in IDIS. '

We acknowledge the City’s effort to recapture the $219,198; however, the City
did not provide documentation supporting that it recaptured and reallocated the
funds. Therefore, it should provide HUD with documentation supporting that the
amount was adequately recaptured and reallocated to the London House
Apartments project. In addition, the City should-provide HUD with
documentation supporting that it recaptured and reallocated the remaining amount
of $81,080, to an eligible activity, and updated IDIS accordingly.

The City agreed that administrative costs of $33,060 and CHDO operating
expenses totaling $28,080 were not supported by required source documentation
and is unable to provide additional documentation to supplement the questioned
expenses. Therefore, the City indicated that it will repay HUD, see comment 5

We acknowledge the City’s agreement and willingness to repay the questioned
costs. The City should provide HUD with proof of repayment during the audit

resolution.

The City requested that reimbursement to HUD for activity 831 come from the
City’s future HOME program allocations over a span of three fiscal years.

We acknowledge the City’s request to repay $79,825 for activity 831; however, it
also needs to reimburse HUD $299,722 for activity 843 since it will not be
meeting the HOME program objective. HUD will work with the City to
determine whether the City’s repayment request is viable.

14



Appendix C

List of Vouchers for Barclay Apartments Rehab - Activity 843
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5335989 10/11/2011 $46,458
5615027 10/9/2013 $44,228
5370849 1/4/2012 $42,590

5635861 . 12/10/2013 $35,880-
5596790 ~ 8/19/2013 $35,250
5663840 3/4/2014 $22,422

5485916 10/12/2012 $22,112
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To: Ann D. Chavis, Director of Community Planning and Development, Miami Field

Office, 4DD
From: Nikita N. Irons, Regional Inspector General for Audit, Atlanta Region, 4AGA

" Subject: The City of Miami Beach Did Not Always Properly Administer Its CDBG
Program

- Attached is the U.S. Department of Housing .and Urban Development (HUD), Office of Inspector
General’s (OIG) final results of our review of the City of Miami Beach’s administration of the

Community Development Block Grant program.

HUD Handbook 2000.06, REV-4, sets specific timeframes for management decisions on
recommended corrective actions. For each recommendation without a management decision,
please respond and provide status reports in accordance with the HUD Handbook. Please furnish
us copies of any correspondence or.directives issued because of the audit.

The Inspector General Act, Title 5 United States Code, section 8M, requires that OIG post its
publicly available reports on the OIG Web site. Accordingly, this report will be posted at
http://www.hudoig.gov.

If you have any questions or comments about this report, please do not hesitate to call me at 404-
331-3369. '



Audit Report Number: 2016-AT-1007
Date: June 22,2016

The City of Miami Beach Did Not Always Properly Administer Its CDBG
Program :

Highlights

What We Audited and Why

We audited the City of Miami Beach’s Community Development Block Grant (CDBG) program
in accordance with our annual audit plan because it had projects overseen by the same
administration questioned in our audit of the City’s HOME Investment Partnerships Program'.
In addition, the U.S. Department of Housing and Urban Development’s Miami Office of
Community Planning and Development ranked the City as high risk in its 2015 risk assessment.
Our objective was to determine whether the City ensured that the drawdowns of CDBG funds
were supported and allowable. L

What We Found

The City did not always comply with CDBG requirements. Specifically, it did not ensure that
drawdowns were properly supported and allowable for seven activities. This condition occurred
because the City lacked: due diligence when administering its CDBG activities. As a result, it
charged $336,150 in questioned costs to the CDBG program.

What We Recommend

We recommend that the City (1) provide supporting documentation or reimburse its program for
$227,587 in unsupported expenditures from non-Federal funds and (2) reimburse its line of credit
for $108,563 used for ineligible costs from non-Federal funds.

' HUD OIG issued audit report 2016-AT-1006 on June 17, 2016, for the City of Miami Beach’s administration of
the HOME Investment Partnerships Program.
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Background and Objective

Authorized under Title I of the Housing and Community Development Act of 1974, Public Law
93-383, as amended, the Community Development Block Grant (CDBG) program is a flexible
program that provides communities with resources to address a wide range of unique community
development needs. The U.S. Department of Housing and Urban Development (HUD) awards
annual grants to entitlement community recipients to develop viable communities by providing
decent housing and a suitable living environment and by expanding economic opportunities
principally for low- and moderate-income persons. An activity that receives CDBG funds must
meet one of three national objectives: '

e Benefit low- and moderate-income families,
o Aid in the prevention or elimination of slums or blight, or
o Meet community development needs having a particular urgency.

The City of Miami Beach was incorporated as a municipal corporation on March 26, 1915, and
was created by the Florida Legislature, Chapter 7672, Laws of Florida (1917). The City is
governed by an elected mayor and six commissioners and operates under a commission-manager
form of government. :

The City’s Office of Housing and Community Services, formerly known as the Office of Real
Estate, Housing, and Community Development,? is responsible for administering State and
Federal programs, such as the HOME Investment Partnerships Program, CDBG, the State
Housing Initiatives Program, and other special initiative programs targeted at income-eligible
. recipients and frequently relating to housing opportunities. Its mission is to develop and
maintain a viable urban community by leveraging Federal funds with other funds to carry out
housing and community development programs.

The City is an entitlement grantee that receives annual allocations of CDBG funds. In fiscal
years 2010 through 2015, HUD allocated more than $7 million in CDBG funds to the City.

Over the past 3 years, the City has been addressing shortcomings identified in its 2013 internal
review of its projects and operations. This review began after the City dismissed its former
office director in May 2013. The City’s internal review found fiscal and operational
discrepancies, particularly in its dealings with its former subrecipient, the Miami Beach
Community Development Corporation. These issues included instances of noncompliance with
Federal requirements, especially insufficient support for expenditures and inadequate monitoring
of HUD-funded projects. During this review, some City and Corporation staff members were
dismissed or resigned. The City had replaced its director and most of its staff and suspended the

2 1n 2013, shortly after the former department director was dismissed, the office was reorganized and named the
Office of Housing and Community Services.



Corporation’s HOME community housing development organization status. City staff indicated
that the City had stopped all advance payments to this subrecipient and recaptured any remaining
funds awarded. Further, the City said that it had improved its operations, which included '
revising its process directives, forms, and policies and procedures. Additionally, in an effort to
safeguard the City’s interest and stability of the tenants, the City had acquired four HUD-funded
properties from the Corporation.

This audit was a spinoff of our review of the City’s HOME audit, which found questionable
costs associated with properties administered by the Corporation. Since the Corporation also
received CDBG funding for some of the activities reviewed under the HOME audit, we reviewed
these same activities. The objective of this audit was to determine whether the City administered
its CDBG program in accordance with applicable Federal requirements. Specifically, we wanted
to determine whether the City ensured that drawdowns of CDBG funds used for four properties
also funded with HOME funds were in accordance with applicable Federal requirements and
were allowable and supported.



Results of Audit

Finding: The City Did Not Ensure That It Charged Supported and
Eligible Expenditures to the CDBG Program

The City did not ensure that it charged supported and eligible expenditures to the CDBG
program. This condition occurred because the City lacked due care when administering its
CDBG activities. As a result, it charged $336,150 in questionable costs to the CDBG program.

Questionable Costs
The City did not ensure that expenditures for seven activities were adequately supported and

eligible. Regulations at 24 CFR (Code of Federal Regulations) 85.20 require that accounting
records be supported by source documentation, such as canceled checks, paid bills, payrolls, time
and attendance records, contracts, etc.

The City charged questionable project costs of $336,150 for seven activities reviewed. See the
table below.

' Voucher | IDIS* !
. number | activity # |

. Costs with

| Unallowable | Total
Activity name i inadequate | | questioned
. | ’

. costs
; documentationr ! costs.

| heCooratio’

5120349 | 766 | Allen House $100,698 $100,698
Apartments -

Rehabilitation

The Corporation’s
Rehabilitation of the $ 8,500 $ 8,500
London House
Apartments

5554632 892

The Corporation’s
5460676 Rehabilitation of the $19,248 § 19,248
871 Barclay Apartments

The Corporation’s

5560044 Rehabilitation of the § 5,505 $ 5,505
Barclay Apartments
City of Miami Beach
5780517 932 Barclay Apartments $75,310 $ 75,310
Acquisition
5517524 The Corporation’s $ 24,393 '$ 24,393
285 Multifamily Housing
The Corporation’s
5509695 Multifamily Housing $ 18,832 $ 18,832
5382277 The Corporation’s $ 23,503 $ 23,503




857 Multifamily Housing
The Corporation’s
5459775 Multifamily Housing $ 20,653 $ 20,653
5334722 The Corporation’s § 20,865 | $ 20,865
815 Multifamily Housing
The Corporation’s
5262221 Multifamily Housing $ 18.643 § 18.643
Total $227,587 $108,563 $336,150

* [DIS = Integrated Disbursement and [nformation System is a HUD system that allows grantees to request grant funding from
HUD and reports on what is accomplished with these funds.

Activity 766 — Voucher 5120349 for the Corporation’s Allen House Apartments Rehabilitation
The City provided $159,684 in CDBG funds to the Corporation to renovate the fagade of the
Allen House Apartments. For this activity, the City did not provide sufficient documents to
support expenditures of $100,698. It provided a payment request letter and forms. However, it
did not provide the invoices and canceled checks from the Corporation to the vendors to validate
the expenditures as required by 24 CFR 85.20. As a result, $100,698 was unsupported.

Activity 892 — Voucher 5554632 for the Corporation’s Rehabilitation of the London House

Apartments

The City provided CDBG funds to the Corporation to rehabilitate the London House Apartments.
For this activity, the City paid for underwriting fees that were not included in the subrecipient
written agreement. Regulations at 24 CFR 570.503 require that grantees have written
agreements in effect with each subrecipient before giving out any CDBG funds. The regulations
require that the written agreements describe the work to be performed, a schedule for completion
of the work, and a budget. The budget in the agreement specified that the CDBG funds would
pay for construction, architectural, and engineering fees but did not include underwriting fees.

Therefore, $8,500 in underwriting fees was unallowable.

Activities 871 and 932 — Acquisition and Rehabilitation of the Barclay Apartments

The City used $100,063 in CDBG funds for the acquisition and rehabilitation of the Barclay
Apartments (vouchers 5460676, 5560044, and 5780517). Our review of $94,558 for activities
871 and 932 showed costs totaling $19,248 that did not have adequate documentation to support

the expenditures.

In addition, the City stated that for these activities, it did not plan to meet the national objective
of benefitting low- and moderate-income hauseholds at 24 CFR 570.208(a)(3) and would,
therefore, need to repay HUD all CDBG funds spent for these activities. This condition occurred
because the City stated that it did not have the financial capacity to complete the rehabilitation
and maintain it as affordable housing. In January 2015, the City obtained title to the Barclay
Apartments from its former subrecipient because it was at risk of loss as a result of the
subrecipient’s organizational problems. Therefore, the City planned to release a request for
proposals for a private developer with the experience and resources to rehabilitate and operate
the building. The building would be developed as workforce housing for residents earning 120



to 140 percent of area median income, which is over CDBG’s income limit, and employed in the -
public safety, education, and municipal sectors.

Given its current status, these activities should be immediately canceled because the City (1)
stated that it did not have the financial capacity to complete the project and (2) did not plan to
meet the CDBG low- and moderate-income national objective. HUD had no assurance that the -
Barclay Apartments project would fully meet the program objectives and provide the intended
benefits. As a result, all CDBG funds drawn down for this project ($100,063 for activities 871
and 932) should be returned to its line of credit and made available for other eligible CDBG

© activities.

The Corporation’s Multifamily Housing Activities (815, 857, and 885)

The City awarded the Corporation funds to cover the delivery costs for the rehabilitation
administration of six rental buildings. It did not have adequate documentation to support
$126,889 in delivery costs for activities 815, 857, and 885. The City provided expense reports
for the administration and operations of the Corporation. However, it did not provide invoices,
timesheets, or canceled checks in accordance with 24 CFR 85.20 to support these reports. In
addition, the City was not able to relate these costs to the rehabilitation activities being carried
out. Activity delivery costs are allowable if the costs are incurred for implementing and carrying
out eligible CDBG activities authorized under 24 CFR 570.201-570.204. Therefore, the
$126,889 drawn down was not supported. According to HUD’s Integrated Disbursement and
Information System and the subrecipient agreements, the costs for these activities included
delivery costs for the Barclay Apartments. As indicated in the section above, the Barclay
Apartments project would not meet the national objective; therefore, the delivery costs would be
unallowable. Regulations at 24 CFR 570.200(a)(2) indicates that activity delivery cost is
allocable to an activity if it also meets a national objective. The City should identify the portion
of the $126,889 that is for the Barclay Apartments project and consider that amount unallowable.

Reasons for Deficiencies o ,

The conditions described above occurred because the City lacked due diligence when
administering its CDBG activities. The City did not know the reason for the deficiencies
because they generally occurred during the previous administration. Since discovering
operational and financial deficiencies in 2013, caused by the prior administration and former
subrecipient, the City had taken steps to improve its operations, such as

e Dismissing its former department director and reorganizing the department;

e Revising its controls and processes, such as requiring specific documents to support its
reimbursements and improving its record retention policies; and

e Hiring more staff members to oversee the program.

Since the review was limited to the projects that were related to the former subrecipient, we
encourage HUD to confirm that the City has implemented its revised policies and procedures
throughout its CDBG program.



Conclusion
The City did not ensure that it charged supported and eligible expenditures to the CDBG

program. This condition occurred because the City lacked due diligence when administering its
CDBG activities. As a result, it charged $336,150 in questioned costs to the CDBG program.

Recommendations
We recommend that the Director of the Miami Office of Community Planning and Development

require the City to

1A.  Provide supporting documentation or reimburse its program for $227,587 in unsupported
expenditures from non-Federal funds.

1B.  Reimburse its line of credit for $108,563 in ineligible costs from non-Federal funds.

We recommend that the Director of HUD’s Miami Office of Community Planning and
Development

. 1C.  Confirm that the City has implemented its revised written policies and procedures
throughout its CDBG program.



Scope and Methodology

We performed our review from January through April 2016 at the City’s Office of Housing and
Community Services located at 555 17th Street, Miami Beach, FL, and other sites as necessary.
Our review covered the period January 1, 2010, through November 30, 2015, and was expanded

as needed to achieve our objective.
To accomplish our objective, we
e Reviewed applicable laws and regu.lations;
e Reviewed applicable City.policies and procedures;
e Reviewed monitoring, independent public accountnnt, and IDIS reports;

e Reviewed the City’s financial records, program activity files, and other supporting
documentation; and

o Interviewed HUD and City staff.

Our review of the City’s HOME program found that the City charged questionable costs. Most
of these issues involved the Miami Beach Community Development Corporation. Since the
Corporation also received CDBG funding for some of the activities reviewed under the HOME
audit, we reviewed these same activities. These activities involved the rehabilitation or
acquisition of the Allen House Apartments Barclay Apartments London House Apartments, and

Neptune Apartments.

According to IDIS, the City drew down approximately $1 million in CDBG funds related to the
four properties reviewed during our scope period of January 1, 2010, through November 30,
2015. Based on high dollar amount and most current drawdowns, we selected six transactions
with expenditures of $817,768, or 81.18 percent of CDBG funds drawn for the four properties.

Current staff had concerns with three activities related to delivery costs involving the
Corporation. Specifically, the City was concerned with the purpose and outcome of these
activities. As a result, we expanded our review and selected six additional transactions with
expenditures of $126,889. Overall, we reviewed 12 transactions with expenditures of $944,657.

We did not perform a 100 percent selection. The results of this audit apply only to the items
reviewed and cannot be projected to the universe of activities. -



~Computer-processed data generated by the City were not used to materially support our audit
findings, conclusions, and recommendations. Thus, we did not assess the reliability of these

computer-processed data.

We conducted the audit in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit
objective(s). We believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objective.

-
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Internal Controls

Internal control is a process adopted by those charged with governance and management,
designed to provide reasonable assurance about the achievement of the organization’s mission,

goals, and objectives with regard to

o Effectiveness and efficiency of operations,
e Reliability of financial reporting, and

J Complianvce with applicable laws and regulations.

Internal controls comprise the plans, policies, methods, and procedures used to meet the
organization’s mission, goals, and objectives. Internal controls include the processes and
procedures for planning, organizing, directing, and controlling program operations as well as the
systems for measuring, reporting, and monitoring program performance.

Relevant Internal Controls
We determmed that the following internal controls were relevant to our audit objective:

° Controls over program operatlons to reasonably ensure that the program meets its
objective(s),

e Controls over relevance and reliability of operational and financial mformatlon and

o Controls over compliance with laws and regulations.

We assessed the relevant controls identified above.

A deficiency in internal control exists when the design or operation of a control does not allow.
management or employees, in the normal course of performing their assigned functions, the
reasonable opportunity to prevent, detect, or correct (1) impairments to effectiveness or
efficiency of operations, (2) misstatements in financial or performance information, or (3)
violations of laws and regulations on a timely basis.

Significant Deficiency :
Based on our review, we believe that the following item is a significant deficiency:

e The City did not ensure that it charged supported and eligible expenditures to the CDBG
program (finding).

11



Appendixes

Appendix A
7 ~_Schedule of Questioned Costs
| ion TEDE
E R ecommendation " Ineligible 1/ } Unsupported 2/
3 number | Ft
1A $227,587
1B $108,563
Totals $108,563 $227,587
1/ Ineligible costs are costs charged to a HUD-financed or HUD-insured program or activity

that the auditor believes are not allowable by law; contract; or Federal, State, or local

policies or regulations.

2/ Unsupported costs are those costs charged to a HUD-financed or HUD-insured program
or activity when we cannot determine eligibility at the time of the audit. Unsupported
costs require a decision by HUD program officials. This decision, in addition to
obtaining supporting documentation, might involve a legal interpretation or clarification

of departmental policies and procedures.

12



Appendix B

Ref to OIG
Evaluation

Comment 1

Comment 2

Comment 3

Auditee Comments and OIG’s Evaluation

Auditee Comments

MIAMIBEACH

Ciry of Miand Beath, 1700 Cureiion Cevvar Dibem, Micr) Buuch. Fieriids 93137, wewmion tooctd g

CETICE OF HOUIRG & COMWWLNTY Z0SLES
334 37 B, tioni Seoch, R 13439, Tel: 1JOS67ITL0 tua: pon 37

May 19, 2018

s, Nikito N. lrons

Regional Inspector General for Audit

U.S. Qept. of Housing and Urtan Devalopmant
. Office of Inspector Genaral .

Richard 8. Russell Federat Buliding

74 Spring Strest, SW, Room 330

Atlanta, GA 30303-3288

RE: Draf Raeport Audit Letter (atad Apri 29, 2018
Oear Ms. frons:

VWa are in ruceipt of your Draft Raport Audit Letter. Below, please find our cornments to your
findings. . .

0|6 Finding: The City di naure that it charged sy and ollgible costs to th
CDRBG Program; .

Activity 9766

The City corncwrs with OIG that certain expenditures totaling $100,868 reprosent funds provided
to ila formesr CHDO to renovate the fagade of the Allen House Apartments. ‘Thesa expanditurss
wara not supgonted by sufiiciant documantation. ’

The City is currently unatio to pravide any additional documentstion to supplement the
documeriation presentad at the time of tho audit, Howsver, the City s working wilh MBCOC ta
ecqulre documantation fram Mtami Bzach Community Conlractors {MBCC), a spinoff company
frem MBCDC, which actod as the oconiractor on the projoct and can pocaibly confirm the
camptetion of work In support of the oxpenditures.

Activity #892; .
Tha Cily cancurs with OIG that cartain oxpandituses totaling 38.500 rapresent funds provided to
jts formas CHDO. These cxpenciures wero unaliowabio cosin 22 thay ware nat gar of the stopo
of work. ’

The City is unable to provide any additonal documentation to supptamant the documontation
. presented at tha time of the audit that justifies charging urdarwiiing ‘eas lo 1he project.

Activities £371 and 932 : - :

The City toncurs with OIG thal cortain expenditues totajing $100,063 represent funds gravided
for tho acquisiton and habiliation of the Barclay Apartmants. These expenditures were
unallowablo 38 the buildirg '#ill not maai the nationa ubjective ¢f banafiting low-to mpderata-
income inaviduals.

On May 6, 2015 the City Cammisgion appreved Resolytion Np. 2015.29017 tn 1asue a Request
for Propasals to ‘dentdy 8 Public-Private Pannership in order to davalon the Baretay Plaza

' Apartmants as Workforee Housing serving persens caning betasan 12010 140 parcent of Iha

A g CTET A 12 FIed g me Wl by wlAo ond askey 2 Al e ~od ond s n oo et soavend 40 porrTesy,
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Comment 4

Comment 5

Comment 5

area metlan income and empicyed in the pukde safety, education and municipal sectors, On -
May 11, 2018, the City Comntission appraved tho micaso of RFQ 2018-097-KB seeking a Public
- Private Parthersivip (P3) Conaultand to advise tha City on its Woarkforce Housing nitlstive
including tho develapment of the Barctay Plaza. Onta the P3 ¢onsultant has bean sclected, the
City intends to move forward with the 1eiease of a Request for Propesals fof 8 Public Privato’
Partnership to rehabiiitate and operate the building,

Actlvities #0815 88T and 88S:

The City conturs with OIG that ceraln expendihures totaling $126,809 mpresent funds provided
10 the City's feqmear CHDO 10 cover dadvery cosla far the rekabilitatian adminisirssion of six rantal
buiktinga that are not supparted by required source decumeniation.

The City is unablo fo provido any additicnal documantation 10 suppiament the documentation
prosented at tha time of the audit, In the Audit Latter, tho City was roquested to dentify the
poriion of the $128,389 related to the Barciuy Agartiments groject and consider that amount as
unallywatie. Only ActPidy 885 kas axpenditures reluted 1o the Barelay, unfortunately we bave -
not keen able ta detarmine téa amount as tha rsimburaement gackages didy't ussign the cost
per butiding.

01G RECOMMENRATIONS:

Recommendation: The City is required to provide suppening documantation or relminzea its
program for $227,507 in unsupporicd expenditures related to activizies 768, 883, 857 and 913
from non-Fedaral funds.

City Reaponse: Tha Cly ia unab to provide addillonal docurmentaton ta supptament ths .
docunientazion prasanted at the Ume af tha audit, and thansfore acknowskzdges that it musl repay
the funds to HUD. Tha City wou'd request that the reimbursemsnt to HUD far theee activites
coma from its futze CDBG Program allocations over the span of threo (J) fiscal yoars.

Recommendation: The City is required to scimburse HUD for $108,583 in inallgiblo costs
relaied to actviies 893, B71 and 932 from nonvFederal funds.

City Reaponse: Tha Cily wold equast that the reimburzement to HUD for these actlviles
cama fram ils future CDBG Program ailocations ovar a span of threa (3) fiscal vesre.

e aro grateful for your afforts throughout the audi ¢ 18 3nd the professionatem of yaur
taar, Wo nsaure you that the Clty wilf continue to taka tha necegsary slaps to ensure Lihat our
program operatas [n & manner that ia tully compliantwith alt HUD requlations and reguirements.

Thank you for the apportunity to mviow yow audit draft. If you have any questions, plosso
contact me &t (305} 673-6491, or 21 madarui:@riiamibaachfl gov.

Sincerety,
O

c Jimmy L Morales, City Managar
Kathig G. Brooks, Assistam. C3y Manager

Ve 1 SEv I 1 GO Sttt (ST At v aiey 4255 Wity e sedd, oV Fry i u Wi, truiur] Sueer acmaiet
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Comment 1 .

Comment 2

Comment 3

Comment 4

OIG Evaluation of Auditee Comments

The City agreed that it did not have sufficient documentation to support
expenditures of $100,698 for activity 766. The City is working with its
subrecipient to acquire documentation to possibly confirm the completion of work
in support of the expenditures.

We acknowledge the City’s effort to obtain documentation to confirm the
completion of work. However, the City also needs documentation to support the
expenditures in order to ensure that the program was not overcharged and costs
were allowable and reasonable in accordance with 24 CFR 85.20. The City
should provide HUD with any additional documentation or provide proof of
repayment during the audit resolution. :

The City concurred with OIG that expenditures of $8,500 were not part of the
scope of work for activity 892; therefore, these costs were unallowable. In
addition, the City stated that it was not able to provide supplemental
documentation that justified the underwriting fees charged to the project.

We acknowledge the City’s agreement with our finding. Therefore, the City must
provide HUD with proof that it reimbursed its line-of-credit from non-Federal
funds for the unallowable costs during the audit resolution.

The City agreed that expenditures totaling $100,063 are unallowable because the
project will not meet the national objective of benefitting low-to moderate-income
individuals. The City plans to develop the Barclay Plaza as Workforce Housing
that would serve persons earning between 120 to 140 percent of the area medlan
income, which is over CDBG’s income limit.

We acknowledge the City’s agreement with our ﬁndihg. As a result of this

project not meeting the required national objective, the City must provide proof to
HUD that it reimbursed its program from non-Federal funds, all funds expended
for this project, including the $100,063 for activities 871 and 932. -

The City agreed that it was not able to provide adequate documentation to support
delivery costs of $126,889 for activities 815, 857, and 885. In addition, the City
stated that only activity 885 had expenditures related to the Barclay Apartments
project. However, it was difficult to identify the portion of the $126,889 related
to this project since the reimbursement packages did not assign costs per building.

We acknowledge the City’s agreement with our finding. Thus, the City must

provide HUD with proof that it reimbursed its program $126,889 for unsupported
costs from non-Federal funds during the audit resolution.
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Comment 5

The City agreed with the questioned costs and requested that reimbursement to
HUD for unsupported costs of $227,587 and ineligible costs of $108,563 come
from the City’s future CDBG program allocations over a span of three fiscal
years. '

We recognize the City’s willingness to repay $227,857 in unsupported costs and
$108,563 in ineligible costs through a future grant reduction; however, HUD will
work with the City to determine whether this option is viable.
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